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The Company 


Placer is a Canadian company whose 
business is primarily mineral exploration, 
development and production through 
subsidiary and associated companies. 
Canadians hold 74% of the issued shares; 
12% are held in the United States, 13% in 
Australasia and 1% in other countries. 


Annual General Meeting 


The Annual General Meeting of 
Shareholders of the Company will be held 
on Thursday, May 2, 1974 at 12:00 Noon 

in the Board Room of the Hotel Vancouver, 
Vancouver, British Columbia, Canada. 


Valuation Day 


On December 22, 1971, established as 
valuation day by the Canadian Department 
of National Revenue, the price of the 
Company’s Common Shares was $12.75 

per share (adjusted from $25.50 following 
the share split in 1973). 
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Cover 


The theme in Placer’s Annual Report for 
1973, “Administration in Mine 
Development” is the second in a series 
intended to provide readers with a fuller 
understanding of the mining industry. 
The cover design illustrates a few of the 
many areas in which decision-making and 
administration are key factors. 
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Directors’ Report to the Shareholders 


The Board of Directors herewith presents 
Placer’s Forty-Eighth Annual Report for the 
year ended December 31, 1973: The 
Company experienced the most successful 
year in its history, primarily because of a 
significant increase in the price of copper 
and other metals. The improvement is 
reflected in the results of subsidiaries and 
associates which have made a strong 
contribution to Placer’s performance in 
1973. Gibraltar Mines Ltd. (N.P.L.) (71% 
owned) completed its first full year of 
operations and repaid its development loan 
by the end of 1973. 


FINANCIAL 


Consolidated net earnings for the year 
ended December 31, 1973 were $71,812,000 
including extraordinary items, or $5.98 per 
share as compared to $16,649,000 or $1.39 
per share in 1972. The earnings per share 
for 1972 have been restated to reflect the 
two-for-one share split authorized by 
shareholders in 1973. Dividends amounting 
to $1.20 per share were paid during the year 
and consisted of 20c per share in the first 
two quarters, 30c per share in the last two 
quarters and an extra dividend of 20c in the 
fourth quarter. 


The increased earnings of Gibraltar, from 
$8,352,000 during the initial nine-month 
operating period in 1972 to $52,509,000 in 
1973, made the most significant contri- 
bution to Placer’s earnings during the 
period. This performance enabled Gibraltar 
to retire the balance of its development loan 
by December, 1973. As a result, restrictions 
on the encumbrance or disposal of Placer’s 
other mining assets, which were undertaken 
by Placer as a guarantee of the loan, have 
been eliminated. The tax-exempt period 
formerly granted to new mines has been 
withdrawn and Gibraltar’s earnings after 
December 31, 1973 are subject to 

income taxes. 


Net earnings for Marcopper Mining 
Corporation in 1973 were 215,000,000 pesos, 
translated to $29,971,000, compared to 
$16,111,000 in 1972. After provision for 
Philippine withholding tax, dividends of 
$5,160,000 were paid to Placer during the 


year. A ruling is being sought from the 
Philippine Government that the with- 
holding tax on dividends paid by Marcopper 
to Placer will be reduced from 35% to 15%. 


Mattagami Lake Mines Limited (N.P.L.) 
reported net earnings in 1973 of $33,528,000 
compared to $14,340,000 in the previous 
year. The improvement resulted primarily 
from earnings of Mattabi Mines and high 
metal prices prevailing during the year. 
Dividends to Placer amounted to $2,694,000 
in 1973; 


Craigmont Mines Limited reported net 
earnings for the fiscal year ended October 
31, 1973 of $10,024,000 as compared to 
$2,531,000 in 1972. Dividends to Placer 
amounted to $1,358,000 during the year. 
The substantial increase in earnings over 
the previous year was due to improved cop- 
per prices received through most of 1973. 


A strike halted regular operations at the 
mine for a period of 20 weeks which 
included the last 6 weeks of Craigmont’s 
fiscal year. A binding decision by a pro- 
vincial Industrial Inquiry Commission in 
early February, 1974 enabled resumption of 
operations but at labour rates which make 
Craigmont one of the highest-paying 
mines in the world. 


As a result of its sound financial position, 
this company was able to continue paying 
quarterly dividends of 15c per share 
through 1973. 


Extraordinary items included in Placer’s 
earnings totalled $12,742,000 or $1.06 per 
share. These items are detailed in the 
following four paragraphs. 


In April, 1973 Placer’s interests in 

New Guinea were sold for a total price of 
$10,000,000 which resulted in an extra- 
ordinary item of $2,964,000. The decision to 
terminate our position in New Guinea was 
taken with regret since Placer’s first 
successful venture was in that country with 
the Bulolo Gold Dredging operations. 


In May, 1973 Placer assigned its rights under 
an exploration and development agree- 
ment with Afton Mines Ltd. (N.P.L.) for 
$4,000,000. This resulted in an extra- 


ordinary net gain, after provision for income 
taxes, of $2,700,000. Your Company has 
retained the 100,000 Afton shares acquired 
in its original agreement with that 
company. 

Under the terms of a sale in 1968 to 
Philippine nationals of option rights to 
25% of the Marcopper shares, Placer 
receives payment on the purchase price 
from dividends on those shares. During the 
year Placer received U.S. $4,384,000, which 
is included as an extraordinary item in the 
financial statements. Of the original U.S. 
$10,000,000 option price, U.S. $1,526,000 
remains to be paid. At the current level of 
Marcopper dividends, the balance should 
be paid by mid-1974. 


Exploration and other expenses accumu- 
lated in prior years when no taxable income 
was recorded, have been applied against 
current taxable income. The resulting 
reduction in taxes is reported as an extra- 
ordinary item in the amount of $2,677,000. 
At the end of 1973, approximately 
$13,000,000 of such expenses was available 
for application against future taxable | 
income. 


Working capital at December 31, 1973 was 
$49,098,000, an increase of $22,055,000 
from the previous year. 


Operations at two mines were terminated 
during 1973. In July, Minas de Terramonte 
Lda., a lead/zinc mine in Portugal, was 
closed. This property, in which Placer held 
a 25% interest, had operated on marginal 
economics for a number of years. Mining 
at the Tungsten Division of Canex Placer 
Limited near Salmo, British Columbia was 
also completed and mill operations ceased 
in September, 1973. Placer’s original mine in 
Canada, Canex was acquired in 1947 and 
was operated continuously as a producer 
of lead/zinc or tungsten concentrates. 

It was a mainstay of your Company during 
the early years of growth in Canada. 


Operations at the Cortez gold mine in 
Nevada, with the exception of leaching, are 
expected to cease in the third quarter of 
1974. Exploration of other gold properties 
in the area is being carried out. 


MARKETING 


An overall improvement in metal prices 
took place in 1973 as growth in demand, 
which became evident late in the previous 
year, continued. Copper prices on the 
London Metal Exchange rose significantly 
from a fourth quarter average of U.S. 46.20c 
per pound in 1972 to U.S. 99.18c per pound 
in the fourth quarter of 1973. This high level 
may not hold through 1974 although a 
decrease to the low ranges of 1972 is 

not expected. 


Nippon Mining Company Limited, the 
contractual buyer of concentrate from 
copper mines in the Placer group, cancelled 
its force majeure condition in October, 1973 
and shipments by all three mines are now 
being made entirely to that company. 


Steady demand for molybdenum has 
permitted prices to firm and the European 
price for molybdenum in roasted molybde- 
nite concentrate increased in early 
February, 1974. Endako prices were in- 
creased in early March, 1974 to US. $1.87 
per pound in concentrate and to 

U.S. $2.10 per pound in oxide. 


EXPLORATION 


Exploration for new mineral resources is 
essential, not only to the future of your 
Company and the mining industry, but also 
to assure world markets of needed materials. 
The costs of exploration are a necessary 
business expense and are recognized as such 
under Canadian income tax laws. 


Exploration continued in 1973 with 
expenditures of $5,956,000 compared to 
$6,233,000 in 1972. These funds were 
directed to projects in many parts of the 
world, with approximately 63% expended 
in Canada. Projects in British Columbia 
during 1973 were limited generally to those 
already in progress. In Australia, stringent 
controls on foreign investment have caused 
reduced expenditures for exploration. 


McDERMITT MERCURY MINE 


In the United States, Placer Amex Inc. has 
defined a mercury deposit mineable by open 


pit methods. The site is located near 
McDermitt, Nevada, in the northwest part 
of the state. Mineable reserves are 
approximately 3.5 million tons at a grade of 
10 pounds of mercury per ton. Placer, with a 
51% interest, is preparing a comprehensive 
feasibility study. Should the decision be 
made to proceed with development, 
Placer’s share of the approximately 
$9,000,000 cost of development would be 
provided from internal sources. 


ROYALTY 


A new mineral royalty of 2.5% in 1974, and 
5% in 1975 and thereafter, has been 
proposed by the provincial government. It 
includes provision for an additional royalty 
of 50% to be applied when metal prices rise 
beyond a certain point. Although 
modification in detail is expected, the Bill’s 
future impact on mining in British 
Columbia is quite clear. It will damage the 
industry at all levels. Following the pattern 
already established by declining exploration 
activity, the number of new mines under 
development and eventually the number 

of operating mines may be expected 

to decrease. 


ENERGY AND INFLATION 


The effects of the oil shortage have not been 
significant to operations in Western Canada 
or in the Philippines. Oil shortages and the 
resultant increase in fuel costs may have 
more significance to the Placer group 
through their impact on marine transport 
and copper smelter operations. To date, 
however, scheduled deliveries of concen- 
trate have been met and smelters are 
continuing to accept their contractual 
tonnages of concentrates. 


MANAGEMENT 


Mr. William S. Row, a Director since 1971, 
is not standing for re-election as he has 
reached mandatory retirement age. His 
many years of experience in the mining 
industry have been invaluable to your 
Company and the Board takes this oppor- 
tunity of expressing appreciation for his 
Services. 


PERSONNEL 


A total of 1,688 persons were employed by 
Placer and its consolidated subsidiaries in 
1973. The total payroll expense for this 
group, including the cost of benefit 
programmes, was $17,806,000 compared to 
$14,465,000 in the previous year. 

A share purchase plan for salaried 
employees of Placer and its associated 
companies was introduced in 1973 and by 
year-end, participation by eligible 
employees had reached 67%. 


ACKNOWLEDGEMENT 


Placer’s success in the future, as in the past, 
depends to a large degree on the skills and 
dedication of its employees. Their 


participation is noted with sincere 
appreciation by the Board of Directors. 


On behalf of the Board, 


aK Ader 


Chairman 


CK Lb tha 


President 


Vancouver, B.C. 
March 6, 1974. 


Members of the Board of Directors are, left to right, seated: Alfred Powis, John D. Simpson, Chairman 
of the Board, Thomas H. McClelland, President and Chief Executive Officer and J. Ernest Richardson. 
Standing: P. Ritchie Sandwell, Albert E. Gazzard, H. Richard Whittall, J. Douglas Little, James C. 
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Dudley and William S. Row. Not shown: Vernon F. Taylor, Jr. 


Metals and Markets 


GENERAL 


All major metals were in strong demand 
through 1973 as world economic activity 
continued to expand. Prices also increased 
substantially in contrast to 1972 when they 
changed relatively little despite growth in 
consumption. Copper, zinc, gold and silver 
approximately doubled in price during 1973, 
while discounts from molybdenum list 
prices were eliminated. 


A reduction in economic activity may occur 
in industrialized areas in 1974 due to 
reduced consumer demand and the effects 
of energy shortages. This, in turn, could 
result in reduced demand for metals 

during the year. 


COPPER 


Prices for copper in world markets reached 
new high levels as demand outpaced 
suppliers’ capacity. In 1973 the London 
Metal Exchange recorded an average price 
of U.S. 80.92c per pound as compared to the 
1972 average of U.S. 48.79c per pound. 
Upward pressure on prices, caused by 
increased consumption in all industrialized 
countries, was compounded by disruptions 
in supplies from most producing areas. 
Smelter production was affected by the oil 
shortage and environmental restrictions, 
while stoppages caused by labour or 
political factors contributed to the shortfall 
at all producing levels. 


MOLYBDENUM 


Continued strong demand for molybdenum 
by the steel industry eliminated price 
discounting by year-end. In February, 1974 
the European price for molybdenum in 
roasted molydenite concentrate was 
increased from: U-S, $2.02 to Us552.20 per 
pound and this new price level will 
probably become general by the end of 
March, 1974. 


Producer stocks accumulated during 1970 
to 1972 have been sufficient to meet the 
growth in demand and the outlook is for 
continuation of the historical 7% annual 
growth rate although this will be affected 
by overall economic activity. 


TUNGSTEN 


Consumption improved through 1973 
although portions of the large stocks which 
had accumulated in 1969 and 1970 were 
still available and tended to limit price 
response. Nevertheless, prices did improve 
from about U.S. $34.00 per short ton unit 

at the 1972 year-end to U.S. $44.00 per short 
ton unit in December, 1973. All tungsten 
produced at the Canex mine was sold at 
prices in effect when operations ceased. 


ZINC 


The zinc market continued strong through- 
out the year with demand increasing 8% to 
10%. The European producer price for 
Prime Western Grade increased from U.S. 
18.5c per pound at the beginning of 1973 
to U.S. 31.5c per pound at year-end. In the 
United States prices rose from U.S. 18c per 
pound to U.S. 3lc during the period. 


GOLD 


Gold prices continued to improve in the 
wake of currency revaluations and reached 
a record 1973 level of about U.S. $122.00 per 
ounce in June. The price eased down to 
about U.S. $90.00 per ounce following 
abandonment of the two-tier gold agree- 
ment, but rose again to even higher levels 
early in 1974. 
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YEARLY AVERAGE MOLYBDENUM PRICES PER LB. 
Published Major Primary Producer's Price— 
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3 Oxide 


& Concentrate 


Operations 


Canada 
ENDAKO MINES DIVISION (100% interest} 


A return to full production at a rate of 
15,000,000 pounds per year of contained 
molybdenum was completed in July, 1973. 
Production had been decreased in 1971 and 
1972 in order to reduce inventories which, 
by the end of 1973, were equal to 5,700,000 
pounds of contained molydenum compared 
to 7,900,000 pounds at the end of 1972. 


The roaster operated at maximum capacity 
through the year. Modifications to increase 
total roaster capacity to 14,500,000 pounds 
of contained molybdenum per year were 
begun during 1973 and will be completed in 
1974. A significant part of the estimated 
$1,000,000 cost of this project will be 
devoted to meeting provincial environ- 
mental protection standards. 


Additional ore production equipment was 
placed in service during the year to 
accommodate increasing strip ratios and 
haulage distances and more units are on 
order for delivery early in 1974. 


Mineable ore reserves at December 31, 1973 
were: MoS, 
Endako Pit (0.08% cut-off) 

.. 153,000,000 0.143% 


Tons 


—proven and probable .. 


==possible oe aa aoe 40,000,000 

Denak Pit (0.08% cut-off) 

—proven and probable ..... 21,000,000 0.159% 
-—=pOssiblere vaccesrem.te hee 4,000,000 


Geological interpretation of recent drill 
tests in the area between the Endako and 
Denak claims has resulted in adjustment 
and redistribution of ore reserve estimates 
which are reflected in the above table. 


Following discussions with Local 959 of 

the United Steelworkers of America, wage 
rates were increased effective August 1, 1973 
to maintain a competitive position with the 


mining industry in the area. The collective 
agreement will expire in October, 1974. 


A housing shortage developed in Fraser Lake 
with the return to full production at the 
mine. Steps to provide additional employee 
accommodation will be initiated during 
1974. 


REVIEW Senne, 
Operations 1973 1972 
Open pit production, 
to crusher—tons....... 8,602,500 6,412,400 
Open pit production, 
to stockpile—tons ..... 1,676,500" 2,421,400 
Ore milled—tons ...... 8,446,000 6,382,000 
Average daily 
throughput—tons...... 26,980 24,144 
Grade—% MoS, ..... 0.146 0.149 
Metallurgical 
TECOVELy—7o oe eee 80.03 Sl27 
Total contained 
molybdenum produced— 
OUTS es ae. so ee ee 11,878,000 9,237,000 
in molydenite 
CONCEnErAtee eerie 3,383,000 1,674,000 
in molybdic oxide .... 8,495,000 7,563,000 
Inventory at beginning 
of year—pounds....... 7,947,000 10,038,000 
Inventory at year-end— 
POWNGSs. ine ee 5,713,000 7,947,000 


tons = short dry tons 


TUNGSTEN DIVISION (100% interest} 


Underground production decreased as the 
ore reserve was depleted and operations 
ceased in mid-September, 1973. The equip- 
ment and most of the buildings were 

sold at public auction. 


Some employees were relocated to other 
properties and others elected to remain in 
the area to find employment in local 
industry. A termination allowance was 
provided by the Company to assist em- 
ployees in the transition. 


Period Year 


REVIEW Ended Ended 
mid-Sept., - Dec. 31, 

Operations 1973 1972, 

Oreanilied—tons race 107,000 198,000 

Average daily throughput— 

COD Sethe aan erate te cca ceiantte ie 494 543 
Grade— Yo" WOme. wee 0.63 0.58 

Scheelite concentrate 

Produced ——s. tei as sae cs 56,300 94,000 

Inventory at begining 

OleVyeat——s-t oe rere ees Sreviheye od) p01) 

Inventory at year-end—s.t.u. .. Mile |So;270 


tons = short dry tons 
s.t.u. = short ton units 


GIBRALTAR MINES LTD. (N.P.L.} 
(71.22% interest) 


By the end of 1973 Gibraltar repaid the term 
loan of $63,900,000 which had been 
provided by the Canadian Imperial Bank 

of Commerce and The Bank of Nova Scotia 
at an average interest rate of 7.75%. 

A $5,000,000 line of credit, maintained with 
these same banks to balance intermittent 
receipts from the sale of concentrates, had 
no outstanding balance at year-end. 


With expiration of the tax-exempt period 
for new mines, Gibraltar’s earnings will be 
subject to income taxes from January l, 
1974. British Columbia mining taxes have 
been applicable since commencement 

of operations. 


All ore production in 1973 was from the 
Gibraltar East Stage 1 Pit. Preparations for 
mining the Granite Lake Stage 1 Pit were 
continued with initial ore production 
scheduled for the second quarter of 1974. 
This programme includes removal of over- 
burden by a contractor, draining of a small 
lake on the pit site and dredging of 900,000 
cubic yards of silt. 


Additional mining equipment was placed 
in service during the year to compensate 
for increasing strip ratios and haulage 
distances. The addition of automatic 
control systems on all three grinding 
circuits resulted in improved concentrator 
throughput. 


The average price received in 1973 before 
smelter charges was U.S. 87.36c per pound 
of contained copper. Shipments of 
molybdenum were approximately equal to 
1973 production of 493,500 pounds 
contained in concentrate. 


REVIEW Deeeter 

Financial 1973 1972 

Gross TEVenue + sek =. $96,918,000 $29,425,000 

Votaltexpenses”s....- :. $44,409,000 $21,073,000 

INetearmmingse. <.. cun $52,509,000 $ 8,352,000 
Deresnateum tact $ 4.60 $ 0.73 

PCaminme? taxes... ~- $ 7,799,000 $ 319,000 

Operations 

Open pit ore production, 

to crusher—tons ...... 14,295,000 11,019,000 

Open pit ore production, 

to stockpile—tons . 4,848,000 4,963,000 

Ore milled—tons ..... 15,082,000 10,861,500 

Average daily 

throughput—tons..... 41,300 39,500 
Grade—% copper... 0.48 0.46 

Concentrate produced— 

LOM'S Bes ruces eke enet sin 212,400 132,100 
Grade—% copper... 28.67 30.28 

Recovery of copper—% 83.40 80.42 

Copper in concentrate— 

DOUMCS ented ee eras 121,800,500 80,022,800 

Molybdenum in 

concentrate—pounds .. 493,500 nil 

Copper concentrate 

shipped—tons ........ 217,700 122,800 

Inventory at beginning 

of year—tons ........ 12,400 nil 

Inventory at year-end— 

ODDEN elect le os 5,900 12,400 


tons = short dry tons 


CRAIGMONT MINES LIMITED 
(44.59% interest) 


Craigmont’s net earnings in the fiscal year 
ended October 31, 1973 increased over fiscal 
1972 due primarily to higher world copper 
prices. Production was affected by a strike at 
the mine from September 16 up to and 
beyond October 31, 1973. During the year 
higher smelter charges became effective 

on a new, 12-month sales contract. 


Markets in Western Canada continued 
strong for Craigmont’s magnetite, pro- 
duction of which increased following 
expansion of the circuit to a capacity of 
50,000 tons per year in late 1972. 


To commencement of the strike, the con- 
centrator operated 97.9% of available time. 
Salaried staff continued operations on a 
limited basis during the strike, treating 
approximately 37,000 tons of ore per month 
compared to normal throughput of 160,000 
tons per month. 


Mill throughput was improved approxi- 
mately 5% following installation of 


automatic controls on all grinding circuits. 


Limited on-property exploration was carried 
out during 1973 with no significant results. 
The off-property programme was continued 
with five properties being optioned 

during the year. 


Normal underground mining was con- 
tinued through the year with production 
from some previously uneconomic sections 
being resumed due to improved copper 
Prices: 


REVIEW oF 

Financial 1973 1972 

Gross revenues ....... $31,803,000 $17,090,000 

Totalexpenses™.). $21,779,000 $14,559,000 

Neét-ecarnines: 0.02 fi $10,024,000 $ 2,531,000 
DETSnaTeure waren $ 1.97 $ 0.50 

Taxes on income rere $ 7,379,000 $ 1,719,000 

Dividends paid ....... $ 3,046,000 $ 4,570,000 
Perssharesene ne ae $ 0.60 $ 0.90 

Operations 

Ore production—tons . 1,657,000 1,718,000 

Drawn from 

stockpile—tons ....... 2.8,000 160,000 

Ore milled—tons ..... 1,708,000 ~=1,874,000 

Average daily 

throughput—tons..... 5,400 5,100 
Grade—% copper... 1.38 1.34 

Concentrate 

produced—tons ...... 74,800 83,800 
Grade—% copper... 29.58 Deel, 

Recovery of copper—% 94.23 93.70 

Copper in 

concentrate—pounds .. 44,271,000 47,182,000 

Magnetite concentrate 

produced—tons ...... 42,600 30,700 

Copper concentrate 

shipped—tons ........ 88,300 73,500 

Inventory at beginning 

Of yeal— tons eee 19,700 9,900 

Inventory at 

year-end—tons ....... 5,800 19,700 


tons = short dry tons 


MATTAGAMI LAKE MINES LIMITED (N.P.L.) 
(27.14% interest) 


Higher earnings of Mattagami Lake Mines 
in 1973 were attributable to the improved 
metal prices and a full year of production 
from the Mattabi mine. 


The mine at Matagami, Quebec operated at 
full capacity through the year and carried 


10 A typical open pit production blast in which thousands of tons of ore are broken loo 


out an extensive exploration programme 
in Eastern Canada, especially in the 
Sturgeon Lake area of Ontario. 


The expansion programme to bring the 
Canadian Electrolytic Zinc plant to a rated 
capacity of 600 tons of slab zinc per day is 
progressing satisfactorily. The major 
portion of the plant’s production of 
sulphuric acid was sold to St. Lawrence 
Fertilizers, a subsidiary of Canadian 
Electrolytic Zinc. 


Mattabi Mines Limited at Sturgeon Lake, 
Ontario, owned 60% by Mattagami, 
completed the first full year of operation. 
At December 31, 1973 Mattabi’s ore reserves 
were recorded at 12,198,000 tons, grading 
6.73% zinc, 0.76% copper, 0.67% lead and 
2.60 ounces of silver. 


REVIEW Dee 

Financial 1973 1972 

Consolidated net 

Carninys. ee eee eee $33,528,000 $14,340,000 
per shatew ese $ 5.06 $ Del 

Dividends paid ....... $ 9,927,000 $ 7,935,000 
per-share. $ 1505 1:20 

Operations—Mattagami 

Ore milled—tons ..... 1,387,000 1,370,000 

Average daily 

throughput—tons..... 3,801 3,744 
Grade—% zinc .... 7.4 7.4 
Grade—% copper .. O57; 0.56 

Zinc concentrate 

produced—tons ...... 178,104 172,134 


Grade—% zinc..... 52.2, 52:2; 
Copper concentrate 
produced—tons ...... 23,907 23,007 


Grade—% copper... 24.8 23.7 
Operations—Canadian Electrolytic Zinc 


Zinc produced—tons .. 148,750 144,960 
Cadmium produced— 

pounds: 2. aan eee 597,620 853,570 
Sulphuric acid 

produced—tons ...... 155,890 147,500 
Operations—Mattabi 

Ore milled—tons ..... 1,112,000 438,838 
Zinc concentrate 

produced—tons ...... 202,513 80,378 


Grade—% zine 4. ; 55.4 Done 


Copper concentrate 
produced—tons ...... 38,568 17,818 


Grade—% copper .. 25.5 24.0 


tons = short dry tons 


United States 
CORTEZ GOLD MINES (28.3% interest) 


Milling of ore from the nearby Gold Acres 
property (33.33% interest) commenced at 
the Cortez concentrator in April and to 
year-end, 643,400 tons of ore, equivalent to 
54% of the estimated reserves on this 
property, had been treated. Some silver 
values were recovered from this ore. 

In addition, 119,100 tons of ore from the 
Cortez Pit were milled. 


It is anticipated that the concentrator will 
be shut down in the third quarter of 1974, 
although an exploration programme was 
continued in an effort to expand reserves on 
the Gold Acres, Cortez and neighbouring 
properties. 

At year-end, 1,091,300 tons of low- 

grade ore were under leach treatment at the 
Gold Acres property. 


Year Ended 
REVIEW December 31, 
Financial 1973 1972 
ING tears oo eee $ 2,361,000 $ 4,752,000 


Operations—Cortez/Gold Acres 
Open pit production, 


to crusher—tons ..... 698,600 806,400 

Open pit production, 

to leaching—tons..... 1159900 822,200 

Ore milled—tons ..... 762,500 803,000 

Average daily 

throughput—tons : 2,100 2,200 
Grade—oz. gold/ton. 109 214 

Recovery of gold—% .. 85.6 89.0 

Gold produced 

by milling—oz........ 65,400 153,000 

Gold produced 

by leaching—oz....... 10,300 37,600 

Silver produced—oz. .. 110,100 nil 


tons = short dry tons 
oz. = troy ounces 


Philippines 

MARCOPPER MINING CORPORATION 

(40% interest) 

The concentrator treated 7,440,000 tons of 
ore, a decrease of 3% from the 1972 rate, 
attributable to higher ratios of hard sulphide 
ore. A reduction of 0.05% in grade from 
0.70% copper in 1972 was attributed to 
mining in lower grade sections of the ore 
deposit. At December 31, 1973 mineable ore 
reserves at a cut-off grade of 0.40% copper 
were 113,200,000 tons at an average grade 
of 0.58% copper. 


Capital expenditures amounting to 


wD 


$3,600,000 in 1973 were directed to 
expanding the townsite and maintenance 
facilities at the mine, as well as additions to 
the open pit drainage system. A river 
diversion project to increase the waste 
dump area was essentially completed by 
December, 1973. Installation of a sand/ 
slime flotation circuit and an additional 
large generating unit for the power plant 
was commenced. Construction of tailing 
thickeners and of a new tailing disposal 
system were all initiated by year-end. 
Substantial expenditures on these projects 
are budgeted for 1974. 


An engineering and economic study of 
mining and milling rates was carried out 

to assist in maintaining production levels of 
copper concentrate as lower grade ore 

is encountered. 


REVIEW Det 

Financial 1973 1972, 

Netiearningso scores $29,971,000 $16,111,000 
per. snare a ae $ 0.189 §$ Q.102 

Cash dividends paid .. . $19,847,000 $13,876,000 
pershare: eae $ 0.125 $ 0.087 

Operations 

Open pit production, 

to crusher—tons...... 7,606,000 7,692,000 

Open pit production, 

to stockpile—tons . 3,944,000 3,722,000 

Ore milled—tons ..... 7,440,000 7,648,000 

Average daily 

throughput—tons..... 20,400 20,900 


Grade—% copper .. 0.65 0.70 
Mill concentrate 


produced—tons ...... 157,000 170,900 

Grade—% copper .. 26.20 26.28 
Recovery of 

copper—%. 4 nee 84.50 83.86 
Copper in 

concentrate—pounds 82,259,600 89,828,500 
Gold in 

concentrate—Ooz..... 45,200 41,500 
Silver in 

concentrate—oz. 205,000 203,800 
Leach concentrate 
produced—tons ...... 5,900 5,400 
Copper in 

concentrate—pounds 9,406,200 7,945,900 
Copper concentrate 
shipped—tons ........ 151,800 177,100 
Inventory at beginning 
Of \yeal—t0NS = ee 7,000 7,800 
Inventory at 
year-end—tons ....... 18,100 7,000 

tons = short dry tons 
Oye, == troy ounces 


Australian Operations (50% Interest) 


Placer Exploration Limited, the Australian 
company jointly owned by Placer Develop- 
ment Limited and Kaiser Aluminum & 
Chemical Corporation, has reported a net 
loss for the 12 months ended December 31, 
1973 of $1,022,000. This compares with a 
loss of $2,169,000 in the previous year, after 
allowing for exploration expenditures of 
$2,437,000 and $2,061,000 in the respective 
periods. Placer’s portion of this loss is 
reflected in the equity in earnings of 
associated companies. 


Demand for capital equipment by the 
mining industry in Australia remained 
depressed through 1973 and as a conse- 
quence, sales of Fox Manufacturing 
Company were $7,892,000, approximately 
the same as the previous year. Contracts for 
Fox equipment are being negotiated in 
Mexico and South Africa as a result of a 
programme initiated several years ago to 
develop markets outside Australia. 


The improving trend for plywood and sawn 
timbers continued through 1973 and 
combined sales during the year totalled 
$7,748,000 compared to $4,833,000 in the 
previous year. 


Sales of molybdenum-based lubricants 
during 1973 were $714,000, compared to 


the previous year’s level of $524,000. 

Special grease and molybdenum compound 
sales have shown an improving trend and 
have made the major contribution to the 
earnings of Molybond Laboratories. 


Northern Cattle Company Pty. Limited, in 
which Placer Exploration Limited holds a 
50% interest, recorded 1973 sales of 
$2,908,000 compared to $1,261,000 in 1972. 
The improvement was due mainly to 
increased cattle sales and greatly improved 
beef prices. Stock numbers decreased during 
the year from 74,659 to 70,397 due to greater 
numbers prepared for market and reduced 
natural increase caused by dry conditions 
on most of the properties in northwest 
Australia. 


Portugal 
MINAS DE TERRAMONTE LDA. (25% interest} 


Operations at Mitel were terminated on 
August 1, 1973. Prior to closure, the mill 
produced 788 tons of lead concentrate and 
1,317 tons of zinc concentrate. Average ore 
grades declined from the previous year and 
sampling indicated no possibility of 
improvement. The company was wound up 
in December, 1973 and the assets are being 
distributed to each partner. 
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Exploration 


Exploration continued at a relatively high 
level during 1973, with expenditures of 
$5,956,000 compared to $6,233,000 in 1972. 


HARD MINERALS 


In Western Canada, the three major 
exploration projects were the Afton copper 
property near Kamloops, British Columbia, 
the Howard’s Pass lead/zinc area on the 
Yukon-Northwest Territories border and 
the Berg porphyry copper/molybdenite 
property in central British Columbia. 


In the first quarter of the year, diamond 
drilling was carried out on the Afton 
property prior to the sale of the 
Company’s option. 


Diamond drilling on the Howard’s Pass 
project proved the presence of mineraliza- 
tion but showed the structure to be more 
complex and the grade to be lower than 
original surface indications suggested. 

A reduced exploration programme is 
planned during the coming field season. 


Diamond drilling on the Berg porphyry 
copper/molybdenite deposit was continued 
in 1973 and additional work is planned in 
the coming field season. 


In Eastern Canada, exploration activity was 
directed primarily towards the search for 
copper, nickel, zinc and gold deposits. 


In the United States, exploration activity 
was carried out by Placer Amex Inc., a 
wholly-owned subsidiary, which con- 
centrated its activities on the McDermitt 
mercury property in Nevada. A drilling 
programme and market studies were con- 
ducted on the Beluga coal property near 
Anchorage, Alaska. 


In Australia, Placer Exploration Limited 
(50% owned) continued the exploration 
programme of the Lady Loretta lead/zinc 
prospect which is located on the Lady Annie 
property in northwest Queensland. Drill- 
indicated ore reserves are 8,700,000 metric 
tons at a probable grade of 6.7% lead, 18.1% 
zinc and 3.5 ounces silver per ton. 
Exploration in the area is continuing. 


Negotiations are being held with an agency 
of the Peruvian Government concerning 


the possible development and management 
of the Santa Rosa/Cerro-Verde copper 
concessions near Arequipa, Peru. 


Marcopper Mining Corporation (40% 
owned) continued exploration for porphyry 
copper and other prospects throughout 

the Philippines. 


In Honduras, an exploration programme is 
being continued. Negotiations with the 
Argentine government for the exploration 
of three porphyry copper concessions are 
in abeyance. Current projects in South 
Africa consist of examination and 
exploration for massive base metal sulphide 
deposits and gold properties. Placer 
participated in exploration in Mexico 
through Explomin, S.A. de C.V. 


OIL AND GAS 


Canex Placer participated in the drilling of 
17 wells in Western Canada during 1973. 
Working interests varied from 20% to 50%. 
Two of the wells were drilled through 
farmout agreements at no cost to Canex. 


A new pool discovery was made in the Eagle 
area, close to Fort St. John, British 
Columbia. Four wells, three oil and one gas, 
were successfully completed. Canex Placer’s 
working interest in this venture is 50%. 


Total reserves in Western Canada at 
December 31, 1973 were estimated at 

2 million barrels of crude oil and 35 billion 
cubic feet of natural gas. 


The Mine Development Process: Administration 


In Placer’s Annual Report for 1972, the physical aspects of finding and developing a mine 
were described. In this Report, the role of administration and the art of decision-making 
in the mine development process are considered. 


Like mortar which binds bricks together, the quality of decision in the development of a 
new mine will prove critical to the strength of the final structure. Poor decisions, like 
inferior mortar, will lead to unfortunate and expensive predicaments; while the better 
the quality of judgement, the less obvious is its role. This is especially so in mine 
development where long-term mine efficiency is often determined long before 
construction begins. 


Recognition of mine evaluation and development as specialized skills has created a need 
for the mine development company. Such companies, after assessing many mineral 
prospects, will assume responsibility for making those with the more promising potential 
into operating mines. In exchange for their agreement to arrange financing, design, build 
operate and market the product, a development company will earn an equity 
participation in the mine. Thus its own best interests, as well as those of other share- 
holders, are served by ensuring that the project is developed rapidly and operated 
efficiently. 
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In this article, we will begin to consider the 
decision-making process at a point where all 
the information that can be gathered on a 
mineral occurrence has been gathered. Let 
us assume that, to this point, it looks 
promising. It is now the difficult task of 
experienced mining men to draw together 
and evaluate many threads of information 
in order to reach a logical decision on the 
economics of a potential mine. 


Of course, the ultimate proof of commercial 
value for a mineral zone is to actually mine 
and concentrate the ore, but the cost of such 
proof, if the occurrence is uneconomical, 
makes this method impractical. Therefore, 
mine planners first build a theoretical 
mine on paper. 


Time and effort are lavished on the study 

of a mine’s feasibility, since the risks 
diminish in inverse ratio to the extent and 
quality of analysis. The question of whether 
or not a mineral occurrence can be made 
into a mine has three basic parts. 


—Will the economics of mining, 
processing and marketing, justify the 
risk and if so, by how much? 


—Will there be markets for the product? 
—What form of financing should be used? 


These apparently simple questions will be 
answered in analyses that will run to 
several thousand type-written pages, 
consume hundreds of manhours and cost 
many thousands of dollars. 


THE FEASIBILITY REPORT 


Essentially the study of the probable 
economics of a mine, the feasibility report 
will consider every aspect of development 
and operation. It confirms or rejects the 
preliminary estimates by expanding and 
detailing cost and revenue figures. 


Data from many sources are used to create 
the theoretical mine. Ore reserves, grade 
and the type of mining best suited for the 
location are basic considerations. Three- 
dimensional plastic models of the ore zone 
are fabricated from data provided by drill 
tests; thousands of figures on computer 
print-outs will show an ideal pit con- 
figuration; lists, tables and charts will 
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provide schedules of production and 
estimates of income and costs. 


Similarly, the effect of income taxes, 
royalties, sales taxes and legislation cannot 
be left to guesswork. Often, many hours of 
additional work are required in research 
before such information is ready for the 
feasibility report. 


Eventually, everything that should be 
known about the project will be evaluated 
or estimated. The objective is to provide 
senior mining executives with all the 
information they require to reach a decision 
on whether the mineral or minerals can be 
extracted and marketed profitably. 


Much of the data in the report is however, 
based on projection and can vary, some- 
times drastically, from results obtained 
under actual working conditions. This is 
why the risk element in mining can never 
be eliminated. For instance, if capital cost 
estimates are low, a small percentage 
over-run can amount to millions of dollars. 
If market projections, which are subject to 
a great many variables, also change, then 
inaccuracies are compounded and the 
entire project jeopardized. The ideal 
situation for which mine developers and 
planners strive, is completion on time, 

on budget and at anticipated production 
rates. If they can improve on any of these 
objectives—so much the better. 


The three basic questions on feasibility, 
markets and financing, are interrelated. 
The mine cannot be built without 
financing, which cannot be guaranteed 
without markets, which in turn need 
assurance that a mine will be built and a 
product produced. 


Eventually, the solution to this triangular 
conundrum of “who should start?” is 
communication and patience. Financiers 
and buyers are made aware of the potential 
development at an early stage, possibly 
before the feasibility study has even begun. 
The developer maintains communications 
with these interested groups, supplying full 
progress reports as the project advances 
through the stages of theoretical, possible, 
probable and concrete. Thus discussion on 
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marketing and funding will be nearing 
conclusion at the same time as a decision to 
develop or not to develop is approached. 


MARKETING 


As part of the feasibility report, the mar- 
keting group will have provided estimates 
on future demand and prices for the mine’s 
production. As indications for a production 
decision become more apparent, this group 
will seek contracts, at least on a conditional 
basis, with metal buyers around the world. 


Marketing the production from a mine can 
be a relatively easy matter or it can be the 
biggest challenge of all, depending on 
demand, the type of mineral product, the 
reputation of the mining company, 
economic projections and many other 
factors. 


Negotiations will often be conducted in 
foreign countries where different language 
and customs are only the most apparent of 
the difficulties. The marketing group’s 
ability to find buyers for the mine’s future 
output will favourably influence the 
financing. Yet production of the concen- 
trate may be months away and there are 
only projected figures for production dates, 
quantities and grade. The smelter will 
require a great deal of information on 
these and other points, since its facilities 
must be able to process the concentrate and 
produce a saleable product. The smelter 
must also be able to handle impurities and 
by-products from the concentrate. 


An agreement between a buyer and a seller 
will be formalized by a contract—an 
essential step since many millions of dollars’ 
worth of concentrate, produced over 
months or years, is involved. Each point in 
the transaction—transfer of ownership, 
insurance, frequency and size of shipments, 
method of transport and terms of 
payment—will be the subject of lengthy 
discussion before final agreement. 


FINANCING 


Obtaining the funds to finance construction 
of a mine and concentrator is the third 
basic requirement. The financing of a mine 
can take many forms and the method 
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Opposite page: 
Top left: Computers’ speed in calculation 
supports engineers’ ability to judge and evaluate. 


Top right: The search for markets will take 
personnel to distant parts of the globe. 


Bottom: Port and loading facilities to handle a 
new mine’s output are often among the 
responsibilities of a mine developer. 


A mine development company must be able to 
speak the language of high finance. 
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Right: Construction programme must be 
carried out on a precise schedule. 


Bottom left: Familiarity with the mineral 
industry helps in purchasing for a mine. 


Bottom right: Methods and procedures are 
established to maintain quality and improve 
mineral recovery. 
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finally chosen is governed by a number of 
considerations: the agreement with the 
claims holder who may not have had the 
technical expertise or ability to finance 
himself and thus arranged for participation 
by a developer; the time required to repay 
a loan if this route is taken; the risk factor 
and the political climate of the country 
where the mine is to be located. 


Planning must foresee the need to make 
funds available to match the rate of 
spending throughout the construction 
period and to provide working capital until 
the mine’s own revenues are sufficient. 


In Canada recently, the most favoured way 
of financing a mine to production has been 
through loans; generally arranged with 
Canadian chartered banks which have 
thereby contributed to the expansion of the 
mining industry and to its successful 
record. 


Bank financing is favoured as it does not 
dilute the shareholders’ position, loans 
can be repaid before the due date without 
premium and are not subject to credit 
limitations which characterize alternate 
methods such as a public bond issue. 


The terms of a bank loan are negotiated 
with the bank looking for maximum 
security and the mining company for as 
much freedom of action as possible. 
Repayments are usually geared to anti- 
cipated production revenue, with the major 
portion of initial revenues devoted to 
repayment of the loan. The mine develop- 
ment company will normally be called 
upon to guarantee the mine’s loan and the 
interest payments. 


Other considerations may arise if the mine 
is to be located abroad. Many countries have 
some form of monetary or export controls. 
Understandably, banks will seek assurance 
that funds for repayment of their loans 

will be available in the same currency as the 
loan. Because of this and other uncer- 
tainties, such as monetary devaluation, this 
type of venture needs extremely careful 
planning and may also require greater 
security and faster payback schedules. 


By the time a mine is financed to pro- 
duction, it will have undertaken such 


commitments as payments to banks, or to 
bond holders, obligatory payments to 
governments and original claims holders, 
amortization payments on power and 
transport services, and provision of 
townsite and social services. It is indeed an 
indication of optimism, as well as pro- 
fessional confidence, when the decision- 
makers accept such commitments in the 
belief that future revenues will be 
adequate to meet them. 


THE PRODUCTION DECISION 


To this point, the potential buyers and 
financiers have been kept informed of the 
feasibility study’s progress. If indications are 
favourable for development, the purchasers 
and banks will be simultaneously informed 
and requested to confirm their positions. 
Now with assurance of both markets and 
funding, plus a complete and detailed 
feasibility report, the developer’s senior 
executives will consider whether to proceed. 


The feasibility report will have outlined the 
extent of their risk—an amount which can 
approach hundreds of millions of dollars. 
With such stakes, senior executives who 
must actually make the decision bear a 
heavy responsibility. Remember, the 
feasibility report is still essentially a 
prediction of the future based on past 
experience. Is the data reliable? Are all the 
assumptions sound? Has everything been 
taken into account? 


Many aspects of the problem have been 
considered and new factors will constantly 
occur. Nevertheless, at some time the 
decision has to be made, for as Samuel 
Johnson aptly put it, ‘“Nothing would ever 
be attempted if all possible objections are 
first removed.” 


For the administrators, the best guarantee 
that their judgement willbe correct and 
that the gamble will not be lost is the 
experience and know-how of those who 
contributed to the feasibility report. 


If the report does not provide a clear and 
reasonable expectation of a return on the 
investment, the decision must be not to 
proceed, even if several million dollars have 
already been spent on the project. On the 
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other hand, if the chance of a fair return is 
indicated and the project is authorized, a 
great many things will start to happen at 
once as the feasibility report—to now a 
theoretical study—becomes the blueprint 
for action. The first and perhaps the most 
critical phase of a new mine has now been 
passed. Instead of work performed to 
create and support theory, henceforth 
theory will be transformed through work 
into the hard facts of concrete, steel, 
activity and production. 


The resulting mine will convert material of 
little value into needed metals. It will 
create payrolls, taxes, export credits and 
dividends. It will provide the means, 
through continued exploration, of finding 
future supplies of metal. 


In short, the varied skills of the developer 
will have created an asset of long-lasting 
value to the society. The system through 
which a mine is created is complicated, yet 
given the opportunity to function as 
intended—it works very well. 


As it is completed each unit is tested prior to 
integration with the total mill system. 
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Programmes for personnel, including housing, 
benefits and training, are an important 
part of mine development. 


Consolidated Statement of Earnings 


Year ended December 31, 
1973 1972 
(in thousands) 


REVENUE: 
SEIS SE Aire ain egle Isa ear per ae ee es eee $130,968 $ 56,062 
iterese ndOtieil in Comer wa tema e.c mee oa. eee 4,367 2,829 
135,335 58,891 
EXPENSES: 
GOsteOmSAIGS carer mn cr ne ica hares tee ne ac dati nta teases 49,015 28,825 
PDE BLCCIAtIOnl ie pcete Ne ays ved MEER. Aire arto rata eon nae 8,159 SOX! 
IDYsje) £2, 80s 2 ba mek, ia ee A Wn Sd, Geer eee La ea 508 435 
PAV ORUUZAC LOU anette cue ty t ed Cush ce teens hore eeel Loreen alt a, Do27 1,461 
Seulmencenecralancad ministrative ees. aya.) ay -rae ere 4,729 4.2.29 
EXDIOCA CIOL emer tren ce Sel Ame Saye ths BAERS ken 5,956 6233 
iaicerestronmons term debt... 9 a eee at Meee 3,400 3,235 
Orel ciue x Chanees1Osses (Calis) emai. ieee ae (831) oe} 
VAIO Eye ITI LCVCS Se rere ken wn c iremee tte eee es ena eh, 15,307 2,623 
87,570 5S 
FarnineseberOre tie tOllowill eater, ewes eases ot 47,765 5,098 
Equity in earnings of associated companies (Note 5)........ 25,001 Gea ke} 
Earnings before taxes and extraordinary items .... 73,376 16,411 
Income and mining taxes (Note 7): 
GF UT gor 8 Mak ease Gna Pes ra Ong e ote Rok he? Been Ts eee 1/231 2,954 
Deferred anise) a pia ee ce car eae Ee rea ac 3,075 910 
14,306 3,864 
Eatnings betoreextraordinary tems ata. yee. e 597070 12547 
Extraordinaryuitems (NOtC.9) tect een ea cet ke. 125749 Ae, 
Net:carnings.¢. ss ae ee nee tee eee coe ee: $ 71,812 $ 16,649 
EARNINGS PER SHARE: 
Farmines perore.e xtra Ordiniaky at tela earner $4.92, oi de05 
Extraordinary items < 24 aachn ee eee eee 1.06 34 
Net earnings... ,.4.'s cee eee ee noe $ 5.98 $e 3? 


Consolidated Statement of Retained Earnings 
Year ended December 31, 


1973 1972 
(in thousands) 
Retminedeamings (hesinnins G1, Vests eee re $ 96,207 $ 85,241 
INGHEAEN INOS. ark Moe «ute ee en ge Bie coe eae ah ements 71,812 16,649 
168,019 101,890 
Dividends paid—$1.20 per share (1972—$0.475) ........... 14,398 5,683 
Retained earnings, cad Oltycane $153,621 $ 96,207 


Consolidated Balance Sheet 


December 31, 
Assets 1973 ORD 
(in thousands) 
CURRENT ASSETS: 
Cash-and time: deposits. 45. eee eee $ 36,297 $ 10,966 
Marketable securities, at cost which 
Approximates market; val licw.ce pe ee ye 5,381 5,089 
Accounts receivable: 2. 2 we ta ee ee ee 9 280 10,523 
Imventories' (NOTES) 4 eon csicr ese ee 12,543 20,390 
63,501 46,768 
AMOUNT RECEIVABLE FROM SALE OF OPTION RIGHTS: 
(W.S.$15526, 000; 1972—U) S, $59 10/000), eee ee 1,637 6,341 
Less: Deferred ‘credit arising theretromm, NOte4)e- epee VG637 6,341 
INVESTMENTS AND OTHER ASSETS: 
Investments in associated companies (Note 5) .......... 49,374 37,451 
Other investments and recoverable deposits, at cost ..... 2,162 27330) 
51,536 39,781 
PROPERTY, PLANT AND EQUIPMENT: 
Plant, buildings and‘equipment (Note ©) mare eee eee 74,149 80,331 
Mining and other properties, at cost less accumulated 
depletion of $1,968,000 (1972—$1,460,000)............. 10,415 10,766 
Deferred exploration, development and preproduction 
costs, less accumulated amortization of 
$693, 0008 (19:72,—$2.9;7 000) seer mentite tana eee 8,508 9,138 
93,072 100,235 
$208,109 $186,784 
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Placer Development Limited 


Liabilities and Shareholders’ Equity 


CURRENT LIABILITIES: 


Aecountspayableand accrued apilitics 1. saat ee 
Imeome and minine taxes payable (Note J). 1.66. ese 
Lomngetermecemuduenwitinii Ones Catia ns yo. he 
EOIN CPE RIVE NOE Datitaas bh eyaces ane ucety Set dnaep en ema ar coe Mtge aia c Myths 


DEFERRED INCOME AND MINING TAXES (Note 7) ........ 


NUN ORD TY SUN CE RESTUSSINS UBSIDLA RIBS me. eae) sce a eee 


SHAREHOLDERS’ EQUITY: 


Share capital (Note 8)— 
Authorized: 
20,000,000 common shares without nominal 
or par value 
184,000 exchangeable common shares 
without nominal or par value 


Issued: 
12,027,508 common shares ({1972—11,979,908), 


less 712)2)78 held bygasstSi¢iai yaar et eee ar 
Contributed surplus =... sce ee eee ero ee tr suey. 


Retaineds Cain ins. qe’ ae, ee ee eee eee een Welt 


Approved by the Board: 
J. D. SIMPSON, Director 


T. H. McCLELLAND, Director 


December 31, 


1973 


1972 


(in thousands) 


$ 10,185 
4,218 


14,403 


7,817 
8,773 


153,621 


170,211 


$208,109 


Sac o73 
1,109 
12,243 
19,725 
45,119 


4,553 


5,387 


7,020 
8,773 
96,207 
112,000 


$186,784 
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Consolidated Statement of Changes in Financial Position 


Financial resources were provided by: 


Earnings before extraordinary itemise ee ee 


Add (deduct)— 


Depreciation, depletion andtamorcuzation 94. 
Minority interests in netieamines 2.) ee 


Equity in earnings of associated companies, 


less dividendsireceived sama) .aes. eect: ene ee 
Deferredincome andamining taxes eee eee ee 
OOCHERICEIN Sis: Yak an uta ce ee ae 


Total from operations before extraordinary items .. 
Extraordinary items affecting workinegicapital eee 
Long-term/debt), a. 8. .o ee ee eee 
Sale-of property, plantand equipment ean eee eee 
Ocherdtenis 4 ces oe Sark See ee ee ee 


Financial resources were used for: 


Reductionrot long-term debt... uum ne eee 
Dividends paid)... «ccs. 440 pee ee ee 


Additions to— 


Plant, buildings and equipment... os eee 
Mining and ‘other properties: =... eee ene ee 


Deferred exploration, development, and 


Dreproduction costs. e. <5)... eee eee ee ee 


Decrease (increase) in minority interests 


IM-SUDSICLATIES: 20 oa... oe ed ope ee ee 


Increase in working capital 2 eee 
Working capital beginning of year 4.2 eee 


Working capital end of year. 3 en eee 


Analysis of changes in working capital: 
Increase (decrease) in current assets— 


Cash anddinie deposits... 2-508 nat ak ie ne ee eae 
Marketablesecurities ......45-. 4. pee ee ee 
Accounts.receivables.. «s52.0 wane ee ee 
INVeNtOLIES ia eec 5 isis i hee ee 


Increase (decrease) in current liabilities— 


Accounts payable and accrued liabilities ........... 
Income andimining taxes payables.) athe ene 
Long-term debtdue within one yearn ace eee 


IMG@reascniawmorkine Capital...) eeeieee eens 
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Year ended December 31, 


1973 1972 
(in thousands) 

$ 59,070 $12,547 
9,994 8 625 
15,307 2,623 
(13,339) 1,042 
3,075 910 
611 1,048 
74,718 26,799 
11,084 3,053 
fs 14,765 
3,924 2,404 
809 1,000 
90,535 48,017 
45,119 14,679 
14,398 5,683 
5,535 14,399 
Son 444 
1,280 4,166 
1,596 (1,188) 
68 480 38,183 
29,055 9834 
27,043 P7209 
$ 49,098 $ 27,043 
Deo oo" $) 63029 
292 (256] 
(1,043) 3,408 
(7,847) 6,103 
16,733 15,580 
3,812 pace tes 
3,109 428 
(12,243) 7,053 
(57322) 5,746 
$222,055 $ 9,834 


Notes to Consolidated Financial Statements 


December 31, 1973 


NOTE1 Accounting policies: 


Principles of consolidation— 


The consolidated financial statements 
include the financial statements of the 
Company and all of its subsidiaries. 


Foreign currency translations— 


For purposes of inclusion in the financial 
statements, accounts prepared in foreign 
currencies are restated in Canadian dollars. 
Current assets and current liabilities are 
translated at year-end rates. Non-current 
assets, related depreciation, amortization 
and depletion, and non-current liabilities 
are translated at the rates applicable at the 
time of the relevant transactions. Amounts 
in the consolidated statement of earnings, 
other than depreciation, amortization, 
depletion and extraordinary items, are at 
average rates of exchange for the year. 
Exchange adjustments are included in the 
determination of net earnings. 


Investments in associated companies— 


The equity method of accounting is 
followed for investments in associated 
companies in which the Company owns 
from 20% to 50%. Under this method, the 
Company records as earnings its share of 
the earnings or losses of these companies, 
rather than dividends received. The excess 
of the cost of investments over the 
underlying equity in the net assets at the 
date of acquisition is being amortized on a 
straight line basis over the lesser of the 
estimated lives of the operations or 

twenty years. 


Depreciation— 

Depreciation is provided over the estimated 

useful lives of assets on the following bases: 

(a) buildings and machinery on a straight 
line basis, 

(b) mobile equipment at rates on a 
diminishing balance basis, and 


(c) other assets at varying rates and 
methods. 


Exploration— 


Current exploration costs are charged 
against earnings for the year, except where 
the costs relate to an indicated presence of 
economically recoverable reserves, when 
the costs are deferred. 


Depletion and amortization— 


Deferred exploration, development and 
preproduction costs of properties equipped 
for production are amortized on a straight 
line basis over the lesser of the estimated life 
of the mine or twenty years. Depletion 

of the cost of mining and other properties 

is on the same basis. 


Deferred taxes— 


Income taxes are recorded on the tax 
allocation basis recommended by the 
Canadian Institute of Chartered 
Accountants. Deferred income taxes on the 
balance sheet primarily result from the 
difference between depreciation recorded 
for accounting purposes and capital cost 
allowances claimed for income tax 
purposes. Withholding tax calculated on the 
Company’s equity in the undistributed 
earnings of Marcopper Mining Corporation 
is provided for and deducted from the 
investments in associated companies. 


Earnings per share— 

Earnings per share are determined using the 
weighted average number of common 
shares outstanding. There would be no 
material dilution of earnings per share if 
the outstanding share options had been 
exercised during the year. 


Comparative figures— 


Certain 1972 figures have been reclassified 
to conform with the 1973 presentation. 


NOTE 2 Consolidation of accounts: 


Gibraltar Mines Ltd. (N.P.L.), a 71% owned 
subsidiary, commenced production on 
April 1, 1972. Placer’s New Guinea 
operations, 65% owned, were sold on 
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April 27, 1973. The resulting gain on sale is 
included in extraordinary items (Note 9). 
Subsidiaries of the Company at December 
31, 1973 are as follows: 

Amex Communications Inc. 

Canadian Exploration Limited 

Canex Aerial Exploration Limited 

Canex Placer Limited 

Cuisson Lake Mines Ltd. 

Denak Mines Ltd. 

Endako Mines Limited (in 

Voluntary Liquidation) 

Fraser Lake Development Ltd. 

Gibraltar Mines Ltd. (N.P.L.} 

Honduras Minera Placer, S. de R.L. 

International Resources Limited 


Minera Placer Argentina 
(SrA IV: Cal -yi:) 


Minera Placer S.A. 
Placer Amex Inc. 


Placer Development (South Africa) 
(Proprietary) Limited 


Placer Holdings Pty. Limited 
Placer Internationaal, B.V. 
Placer Mineraria, S.p.A. 


NOTE 3 


Lower of cost and net 
realizable value— 


Inventories: December 31, 
1973 1972, 


(in thousands) 


Concentratesayaue es $ 7,911) $12,505 
Manufactured products . — 1,307 
ase es) 
Lower of cost or 
replacement cost— 
Materialsand suppiicsw@e4,032) a5)705 


Net realizable value— 
Livestocken. =) eee — 815 


$12,543 $20,390 


NOTE 4 Amount receivable from 
sale of option rights: 


This amount arose from the sale of option 
rights in a prior year and is now being paid 
to the Company in amounts equivalent to 
85% of dividends received by the purchasers 
on the shares acquired. The deferred credit 
arising from the sale of the option rights 
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is being taken into earnings as the cash is 
received from the purchasers. 


NOTE 5 Investments in 
associated companies: 
2 Underlying Equity 
a equity in in earnings 
5 Quoted net assets Year ended 
g Market December 31, December 31, 
os © MPerice 197891972) 973 eS 
Craigmont (in thousands} 
Mines 
Limited 45 $ 14,490 $ 7,875 $ 4,900 $ 4,304 $ 1,323 
Marcopper 
Mining 
Corporation 40 109,172 14,898 12,265 11,988 6,444 
Mattagami 
Lake Mines 
Limited 
(N.P.L.) Dif SS, OF.8 eel SOO IS) 50 eee 904 ameron ls 
Others 28-50 7° 5,105 5,100 285 425 
qc —__ = 


47,869 35,766 


Excess of cost over underlying 

equity in net assets, less 

accumulated amortization 

of $1,772,000 (1972— 

$1,592,000) 1,505 1,685 


$49,374 $37,451 $25,611 $11,313 


“Equity in earnings is stated before extraordinary items. 


Summarized below are the combined assets, 
liabilities and net earnings of all the 
above-mentioned companies: 


Combined assets and December 31, 


liabilities: 1973 1972 
(in thousands} 
Assets— 
Gunrentiassetswa ae S137 120s 19.845 
Investments and 
Otheteassetcuee a eine 15,2)/ 3 eel 43 
Property, plant and 
equipment—net ..... 101,479 106,117 


$254,529 $201,205 


Liabilities— 
Current liabilities ....$ 40,898 $ 35,484 
31,400 43,905 


$ 72,298 $ 79,389 


Long-termudebtier par 


Combined net earnings 
10% to.) Caran eee $ 74,987 $ 36,087 


NOTE 6 Plant, buildings and equipment: 


December 31, 
Cost— 1973 1972 
Buildings and (in thousands) 
Machinery. $ 81,499 $ 95,330 
Mobile equipment ... 19,112 19,480 
Otherme fen ge 740 2,506 
101,351 117,316 
Less accumulated 
depreciation— 
Buildings and 
Mae ie hy wee ee 18,462 28,138 
Mobile equipment . 8,409 TALS 
Chie Cee ee 331. alh732 
927,202 36,985 
$ 74,149 $ 80,331 
NOTE 7 Income and mining taxes 


and contingent liability: 
(a) Income and mining taxes— 


The income tax exempt period of 

Gibraltar Mines Ltd. (N.P.L.), a 71% owned 
subsidiary, expired on December 31, 1973 
and in accordance with the present 
interpretation of the Income Tax Act, no 
provision for income taxes is required on its 
earnings to December 31, 1973 

(see paragraph(b)). 


The Company and certain of the Com- 
pany’s subsidiaries have exploration and 
other costs of approximately $13,000,000 
which have been written off against 
earnings in the current and prior years but 
are available to reduce taxable income in 
future years. For the year ending December 
31, 1973, a portion is to be claimed for 
income tax purposes and the resulting tax 
reduction is recorded as an extraordinary 
item (Note 9). 


The standard percentage depletion of 

3314 % of mining income currently allowed 
under the Income Tax Act will terminate 
at December 31, 1976. Instead, corporations 
in the extractive industries will be allowed 
to claim a deduction (‘earned depletion”) 
in calculating taxable income which will be 
based on $1 for every $3 of eligible capital 
and exploration expenditures made after 
November 7, 1969. At December 31, 1973 
the “earned depletion” available to the 


Company and its subsidiaries after 1976 is 
approximately $25,000,000. 

(b) Contingent liability— 

The decision of the Federal Court of Appeal 
in the case of the Minister of National 
Revenue v. Bethlehem Copper Corporation 
Ltd., which was delivered on May 25, 1973 
and is presently under appeal in the 
Supreme Court of Canada, raises the 
possibility that, should the decision be 
upheld, the Department of National 
Revenue may change certain of its assessing 
practices for mining companies. If such a 
change was applied to Gibraltar Mines 
Ltd. (N.P.L.), a portion of the earnings 
reported as being exempt may be subject to 
tax. There is no satisfactory precedent on 
which to base an estimate of the amount 

of tax, if any, which might be involved. 


NOTE 8 Share capital and 

share option plan: 
The Company’s common and exchangeable 
common shares were split on a two-for-one 
basis as of May 11, 1973. This split has 
been reflected retroactively in these 
statements. 


The Company’s share option plan provides 
options over a ten-year term which are 
exercisable one year from the dates the 
options are granted at prices currently 
ranging from $12.72 to $34.29 per exchange- 
able common share. The option prices are 
set at 110% of the market value of the 
common share at the dates the options are 
granted. Exchangeable common shares are 
exchanged for common shares on a 
one-for-one basis. At December 31, 1973 
6,000 exchangeable common shares were 
reserved for the granting of future options. 


Under the employee share option plan, the 
following transactions in exchangeable 
common shares took place during 1973: 


Number of 
Options 
Outstanding, December 31, 1972. . . 128,600 
AT COOGEE a oryueen en Rane date, 6,300 
@ATicelled tien. Oe ncn Cee ee (2,400) 
Exercised for cash consideration 
Oh. DOU Bt ec teat ante (47,600) 


Outstanding, December 31, 1973 84,900 


NOTE 9 Extraordinary items: NOTE10 Pension plans: 


Year ended The Company and its subsidiaries have 
December 31, seven employee contributory pension plans 
1973 1972 at December 31, 1973. The plans are funded 


Amount received from the (in thousands) 
sale of option rights, U.S. 
$4,384,000 (1972—U.S. 


$3,090,000) (Note 4} ..... $4,/0193 314 oe ake i ee 
Less: Exchange loss $424,000 (1972—$252,,000). 
thereonss ssa ans 312 261 


and Company contributions are determined 
by periodic actuarial computations. The 
cost of all pension plans for the year ended 


4,392 3,053 NOTE 11 Remuneration of directors 


: fee and senior officers: 
Income tax reduction arising 


from the application of 
prior years’ exploration 


Gain on the sale of New 
Guinea operations and 


rights to acquire Afton NOTE 12 Commitments: 
shares, net of applicable 


income taxes of $1,020,000 5,673 —- 
Otheritems—nets.,. 2... — 426 


$12,742 $4,102 $8 600,000. 


$484,000 (1972—$472, 000). 


10-Year Summary of Operating Results* 
(in thousands) 


1973 
Netiaperating ancome=s... 2 3. er een ea ee $ Sijoor 
Equity in earnings of associated companics:.. 7 - eae DASHES bt 
Interestcand’ other income: 776.04. eee eee ee 4,367 
117,875 
DEPreclatiOn: speeded 2 osss siccsye.0 Glee atte rg eee ee Wesley) 
Depletionvandamontizationes,. 4.) ..eree ern eee 1,835 
Exploration) Vacs se eee peaks do ae 5,956 
MuinorityAnterest. $226 «tod ys 2 ai to ea a ee 15,307 
INCOME TAaXESysc% Sos. ah pice tok che ciGeotin tee olen hee 14,306 
45,563 
Net Earnings V3 ee een eres Gate. eee Sst 
Per Share 08 isos ttoe ite eee tetanic ees a cr oe ae $ 5.98 
Dividends paid ti... Meneame sta ne oe ic eee $14,397,636 
P@tsSHALey tos, os cos deat ERP oO cee eae See is: orice $ 1.20 
Shares‘Outstandin iinet lee eee ee fe eee ee 12,015,230 


*Restated for comparative purposes. 
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Aggregate direct remuneration paid during 
the year ended December 31, 1973 by the 


and other costs (Note 7] 2.677. 623 Company and its subsidiaries to its 
eae J — ; 4 ° 
directors and senior officers amounted to 


At December 31, 1973, the Company and 
its subsidiaries have commitments for 
capital expenditures of approximately 


1972 1971 
$ 23852 | 9 eeeone 
iie3ks 9,587 
2,829 2,474 
37,994 21,958 
6,729 3,627 
1,896 796 
6,233 4,377 
2,623 - 
3,864 - 5,358 
21,345 :14,158 
$ 16,649 | $ | Zee 
$ hess || 0.59 
$ 5,683,065 | $ 5,470,559 
$ C47 0.46 
11,967,630 11,959,910 


Auditors’ Report 


TOATIHE SHAREHOLDERS OFsPLAGER DEVELOPMENT LIMITED: 


We have examined the consolidated balance sheet of Placer Development Limited as at 
December 31, 1973 and the consolidated statements of earnings, retained earnings and 
changes in financial position for the year then ended. For Placer Development Limited 
and for those other companies of which we are the auditors and which are consolidated 
or are accounted for by the equity method in these financial statements, our examination 
included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 
For other companies accounted for by the equity method we have relied on the reports 


of the auditors who have examined their financial statements. 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1973 and the results of their operations 
and the changes in their financial position for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


In accordance with Section 212 of the British Columbia Companies Act, we report that 
in our opinion due provision has been made for minority interests in subsidiaries. 


Vancouver, B.C. 
February 8, 1974. 


1970 1969 
$ 16,084 $ 19,583 
12,073 5,916 
3,084 1,810 
31,241 738) 
3,766 3,342 
209 240 
5,539 6,290 
9,965 5,683 
19,479 a2 es 
$ 11,762 Sree 254 
$ 0.98 $ 0.99 
$ 8,088,759 $ 7,030,390 
$ 0.68 $ 0.59 
11,959,910 11,876,742 


1968 1967 
G1 36ae io. wend 247 
3,597 6,808 
1,219 2912 
18,448 23,467 
3,308 3108 
967 1,476 
5,268 5,131 
434. 543 
9,977 10,273 
eal Gee toa 
$ 0.71 $ iba 
$ 4,264,670 | $ 4,250,138 
$ We 0.36 
11,869,142 11,867,542 


8 Months to 
December 31 


1966 
$ 10,607 
7,050 
110 
17,767 
1,865 
904 
2,285 


73 
Boy 
Gel) 640 


$ 07, 


$ 3,151,483 
$ 0.27 
11,809,742 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Year Ended 
April 30 
1966 1965 

$ LG RS9 $ 6,165 
4,128 4/290 
467 699 
15,734 11,154 
eye 1,973 
biZ0 1/2 
UPIS)S PLOT 
168 LORS: 
yee) 4,464 
$ 10,144 6,690 
$ 0.88 $ 0.64 
$ 2,849,845 $ 3,008,138 
$ 0.25 $ 0.29 
1527 56 10,434,874 
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